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ABSTRACT 
 
This paper reviews two Management Games 
(Business Strategy Game coordinated by 
Prof. Arthur A. Thompson Jr., University of 
Alabama, USA and Management Game 
coordinated by Prof. David Lamont, 
Carnegie Mellon University, USA) that 
simulate a multi-national company with 
manufacturing plants and markets in 
different countries. Students form the 
management of a simulated company and 
compete against multiple competitors in a 
global setting. They are required to take 
decisions regarding finance, operations and 
marketing. They make strategic choices and 
the results are based on real world financial 
indicators of the health of the company 
against other competitors. This paper 
illustrates how management games that 
simulate competition between companies can 
make the learning of the application and 
integration of management techniques a fun 
experience. The different management 
techniques that the students apply are listed 
which illustrates how effective these tools 
can be to form a capstone course in any 
management program. 
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1) REVIEW: BUSINESS STRATEGY 
GAME 
 
The Business Strategy Game (BSG) developed 
at University of Alabama, USA is structured as 
follows: 
 
Student Teams 
Class is divided into teams of 4 – 5 students in 
each team. Each team is given a simulated 
company. They compete against 4 - 10 teams in 
an industry. 
 
Company 
The company is a global athletic footwear 
company. 
 
Markets 
There are four geographic regions in which the 
factories and markets are located - 
Europe-Africa, North America, Asia-Pacific, 
and Latin America. 
 
Products 
Companies sell branded and private-label 
athletic footwear. Branded footwear is sold 
through retail and online channels and private 
label footwear is sold through bids. 
 
Starting Position: Operations 
There are initially two factories located in two 
regions. Students have an option to build 
factories at other locations later in the Game. A 
factory reflects the available labor and material 
costs typical of the region in which it is located. 
 
Starting Position: Marketing 
All companies begin the exercise with equal 
sales volume, global market share, revenues, 
profits, costs, product quality and performance, 
brand recognition, and so on. The company is 
considered to be in the market for the last 10 
years. 
 
Decisions 
Students have 4 to 10 regular decision rounds; 
each decision round represents a year of 
 company operations. After the decision round 
time expires the algorithms award sales and 
market shares to the competing companies, 
region by region. 
 
There are 47 types of decisions each decision 
round, spread across the functional spectrum as 
follows: 
• Production operations (up to 10 decisions 
for each plant, with a maximum of 4 plants)  
• Plant capacity additions/sales/upgrades (up 
to 6 decisions per plant)  
• Worker compensation and training (3 
decisions per plant)  
• Shipping (up to 8 decisions each plant)  
• Pricing and marketing (up to 10 decisions 
in each of 4 geographic regions) 
• Bids to sign celebrities (2 decision entries 
per bid) 
 
Factors Responsible for Sales 
The factors that are responsible for the 
company sales are: 
• how its price compares against the prices of 
rival brands 
• how its footwear styling and quality 
compares against rival footwear brands 
• how the breadth of its product line 
compares 
• how its advertising effort compares 
• what are the number of channels, retailer 
support and distribution lead time 
. 
Reports Generated 
The results are presented in the form of three 
sets of reports: 
• The Footwear Industry Report (FIR) 
which contains (1) a three page company 
performance scoreboard, (2) a one page 
statistical overview of the athletic 
footwear market showing total footwear 
production, materials prices, inventory 
levels, total pairs sold, demand forecasts 
for each of the next four years, and plant 
capacity statistics, (3) a one page of 
comparative financial statistics for all 
companies, (4) one page of data that 
benchmarks your costs against those of 
rival companies, and (5) a final page that 
reports the results of celebrity bidding and 
graphs industry pricing and S/Q trends. 
• A Competitive Intelligence Report 
consisting of (a) a four page “market 
snapshot” showing the competitive efforts 
(prices, Style / Quality ratings, advertising, 
number of models, delivery times, rebates, 
etc.) of all companies in each of the four 
geographic regions and (b) a “company 
analysis” page showing the competitive 
efforts of any rival company of interest for 
all years to date. 
• A five page set of Company Reports that 
includes a plant operations report, a 
distribution and warehouse operations 
report, a marketing and admin report, a 
private-label sales report, a branded sales 
report, an income statement, a balance 
sheet, and a cash flow statement. 
 
Final Performance Measures 
In running their footwear companies, the 
challenge for each management team is to craft 
and execute a competitive strategy that results 
in a respected brand image, keeps their 
company in contention for global market 
leadership, and produces good financial 
performance as measured by earnings per share, 
return on equity investment, stock price 
appreciation, and credit rating. 
 
 
2)  REVIEW: MANAGEMENT GAME 
 
The Management Game (MG) developed at 
Tepper School of Management, Carnegie 
Mellon University, USA is structured as 
follows: 
 
Student Teams 
Class is divided into teams of 4 – 5 students in 
each team. Each team is given a simulated 
company. They compete against 4 - 6 teams in 
a world. 
 
Company 
The company is a global watch making 
company. 
 
Markets 
There are six possible countries in which 
factories and markets are located:  Japan, 
China, Mexico, United Kingdom, Germany, 
and the United States. 
  
Products 
There are two products – Product 1 and Product 
2. Products are initially positioned in the 
market as described below.  Teams can change 
it as the Game progresses: 
• Product 1 is at the more price-sensitive end 
of the market; customers of this product 
show less product loyalty and will quickly 
buy from the companies competitors 
should the company "stock out." 
• Product 2 is a more premium product; 
Product 2 customers show both brand 
loyalty and more sensitivity to quality. 
 
Starting Position: Operations 
Factory locations are initially selected for the 
teams, but once the Game starts students can 
relocate the manufacturing facilities to any six 
locations. A factory reflects the available labor 
and material costs typical of the country in 
which it is located. 
 
Starting Position: Marketing 
All companies begin the exercise with equal 
sales volume, global market share, revenues, 
profits, costs, product quality and so on. The 
company is considered to be in the market for 
the last 5 years. 
 
Decisions 
Students have 4 – 12 decision rounds. Each 
round represent a quarter. Teams operate their 
companies by controlling close to 70 decision 
variables, called inputs.  Inputs are actually 
entries students make in the web interface that 
represent the teams decisions.  The Input 
decisions are divided into five categories:  
• Prices 
• Shipping 
• Marketing 
• Operations 
• Finance 
 
Factors Responsible for Sales 
The factors that are responsible are:  
• The quality of the product (both absolute 
and relative to competitors) 
• The price of the product 
• The marketing brand image of the product 
• The environmental sensitivity of the 
product (green value) 
 
Reports Generated 
The results are presented in the form of the 
following reports: 
• The Market Report provides summary 
information about the company's place and 
performance within the world market and 
explains how the company's pricing 
compares to other companies in that world. 
• The Production Report describes the 
activity of a company's two factories, 
including the unit price and capacity at 
which the factory is operating. 
• The Finance Report supplies information 
about what company’s competitors are 
doing, including the size of their facilities, 
the amounts of their loans, and their 
retained earnings for the period. 
• The Cash Flow Report is a simple, 
single-period cash flow statement that helps 
each team manage its cash flow. 
• The Competitors Report is a set of 
graphical and tabular data that shows 
comparative data across the 5 teams in the 
world. 
 
Final Performance Measures 
The final performance of the company is 
measured by after tax profit and Economic 
Value Add. 
 
3) MANAGEMENT TECHNIQUES THAT 
GET APPLIED WHILE PLAYING ANY 
OF THE ABOVE GAMES 
 
Students of these games get to practically apply 
principles in the following areas: 
• Strategy 
• Finance 
• Operations 
• Marketing 
• Soft Skills 
 
Strategy Techniques 
Students learn about competitive strategy 
options regarding product positioning — 
low-cost leadership, differentiation, best-cost 
provider, focused low-cost, and focused 
differentiation. Each strategy requires different 
decisions to be made regarding Marketing, 
Operations and Finance. While deciding on a 
strategic option, students need to go through 
 strategy tools like – five forces model, SWOT 
analysis, competitive strategies of rival 
companies by using strategic group maps and 
decide what should be the position of their own 
company for a sustained competitive advantage. 
The application of all these tools is tested by 
having students prepare a Strategic Plan. 
 
Finance Techniques 
The management games take into consideration 
current exchange rates. Since the expenses are 
in dollars and revenues are in local currencies, 
students get to understand how exchange rate 
fluctuations can affect their profit and loss 
statement. Student have an option to hedge 
currencies. 
 
In these Games, every company has interest 
rates at which they can borrow money. This 
interest rate is dependent on the credit rating of 
the company. The credit rating is in turn 
dependent on ratios like Debt Equity ratio; 
Debt Assets Ratio; Interest Coverage Ratio and 
Default Risk Ratio. Students get to apply and 
understand these ratios and how various aspects 
of finance are interrelated. 
 
Students need to take decisions regarding 
increase or decrease of debt or equity and how 
much dividend should be given to the 
shareholders. They become familiar with 
understanding the balance sheet, Cash Flow 
Statement and Profit and Loss Statement. They 
also increase their ability to read reports and 
analyze large amounts of data and understand 
what is important.  
 
While the wining team is generally the one that 
has made the highest net profits over the period 
of time, other aspects like earnings per share, 
return on equity and their performance in the 
Board meeting plays an important role. 
Students are expected to be presenting their 
results to an external Board that checks their 
understanding on the various functional areas 
and the logic of the students decision making 
process. 
 
Operations Techniques 
Students learn how operations are very 
important aspects of cost control and quality. 
They need to decide if they need to build extra 
plants or sell plant capacity based on their 
current production capacity. The games make 
them appreciate fixed and variable costs and 
how unit costs increases when they do not 
produce at full capacity. This might sometime 
be necessary when current inventory levels are 
high or forecasted sales are low but there is a 
trade off in increased unit costs. Students get to 
understand that keeping an optimal inventory is 
very important to reduce costs. 
 
Business Strategy Game has other options for 
cost reduction techniques like defect reduction, 
set-up time reduction, quality improvement or 
worker training. Just like in a real life scenario 
where everything cannot be achieved at the 
same time, students have to choose between 
these options every cycle. Students who do a 
good cost benefit analysis and chose options 
that are in line with their product positioning, 
show a greater understanding and benefit more 
in terms of cost reduction. 
 
Worker compensation and incentives is also an 
important part of cost. Management Game 
allows instructors to conduct worker 
compensation negotiations by bring in real 
workers. The results of wage negotiations 
become part of the input cost for wages. This 
allows students to experience real world 
negotiations. 
  
As the Game progresses, students have to 
decide if they have to shift their location of 
production to lower costs countries. They need 
to incorporate tradeoffs like possible increased 
distribution expenses and increased quality 
expenses. The production reports that contain 
certain information about other competitors 
prove a very useful tool for students to 
understand the benefits of benchmarking. 
 
Marketing Techniques 
Within the area of Marketing, students 
understand various aspects of pricing and how 
pricing affects demand. While lower prices 
increases demand, students start understanding 
how pricing should be in line with the overall 
positioning of the product line and the company 
for the company to do well. They get to 
appreciate that if they keep prices low, their 
overall cost of operations have to be low to 
 retain margins and if their prices are higher 
than competitors, they need to provide greater 
value to the customers through other attributes 
of the product or have to spend higher on 
marketing. Students also need to make choices 
regarding differentiation pricing for different 
types of products and differentiation pricing for 
different geographical locations. Since pricing 
plays an important role in product positioning 
and overall performance of the company, 
students learn when their results are 
sub-optimal because of pricing errors. 
 
Students understand that Marketing has various 
aspects like advertising through various 
mediums, rebates and celebrity endorsements. 
Students have to take decisions of product line 
breadth, quality, retail outlets and customer 
support. Online sales is also a medium that 
student can use. They need to decide on pricing 
and other facilities like free shipping. After 
taking into consideration all the initiatives of 
Marketing, forecasting sales becomes very 
important as an input for production and 
inventory control. Wrong forecasts can lead to 
out of stock situations or bloated inventories. 
 
The Management Game has facility for 
auctions with two options – close bid and open 
bid auctions. This is a good learning to for 
students to understand when to bid and what 
should be the lowest bid price for them to make 
the bid beneficial for them. Many teams find 
that competitive behavior leads to irrational 
decisions during the bidding process.  
 
Students are asked to prepare Marketing Plans, 
which becomes a very good learning tool to 
integrate all aspects of Marketing. Typically 
wining teams ensure that all aspects of their 
Marketing is in line with product positioning 
and is consistent over a period of time. 
 
Soft Skills 
Theses games also refine number of soft skills 
that are required to be successful as a manager. 
Since these games requires analyzing a lot of 
data that is interrelated in a very short period of 
time, it becomes very important that teams 
work very well together. It has been observed 
that more than individual competence, the 
wining teams are one that communicate very 
well and take decisions that fit into the overall 
strategy of the firm. 
 
Students also understand how to take quick 
decisions under pressure. The ability to read 
reports and extract relevant information and 
make decisions is enhanced. Management 
Skills like time management, online teamwork 
and leadership become important. Written 
communication is enhanced since students have 
to submit formal strategic, operating and 
marketing plans. 
 
Presentation and communication skills in the 
board meeting are also very important for the 
final grading. 
 
In conclusion, these management games are 
excellent online e-Learning tools for a capstone 
course in management. 
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